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In the decision relating to a well-known tax case in 1934, Federal
Judge Learned Hand wrote that:
"Anyone may so arrange his affairs that his taxes shall be 
as low  as possible...there is not even a patriotic duty to
increase one's taxes."
To paraphrase the famous jurist, "It behooves you -  the individual 
American taxpayer - - to minimize your tax obligation!"
Sixty years after Judge Hand's ruling, some of you may be facing a
difficult tax year as certain key provisions of the Revenue
Reconciliation Act of 1993 take delayed effect. I'm here today to alert 
you to those changes and give you some tips on how to trim your 
1994 taxes so you can get through your tax filing with a measure of
calmness and confidence.
Please bear in mind that my presentation is intended for a general 
audience. If you have any questions about topics I don't cover, I'll be 
glad to answer them after my speech. At that time, I will also pass 
out copies of a brochure that amplifies my remarks and provides more
tips to help with your tax filing.
Whether you plan to prepare your own 1994 tax return or have
someone do it for you, the first and most important step is organizing 
and reviewing your financial records for the year. The more organized 
you are up front, the more smoothly your tax-return preparation will
go.
To begin, separate your records into two groups. The first should 
contain income records. You should receive W-2 forms from any 
employer for whom you worked during 1994. The W-2 lists your 
taxable wages and fringe benefits and the amount of federal and state 
taxes you paid through withholding.
Those of you who are self-employed will have to rely largely on your
own books and business records to compute your income information.
If you provided nonemployee or personal services -- for example, 
consulting or freelance writing or graphic design services -  and 
received compensation from which no tax was withheld, you should 
receive 1099-MISC forms. Every company that paid you at least $600 
for such services in 1994 must provide you with a 1099.
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You should also receive 1099 forms showing interest and dividend 
earnings from your bank accounts, security holdings, and other 
investments. If you sold stocks or bonds in 1994, you should receive 
1099-B forms, which list your proceeds. Banks, savings and loans, 
brokers, and other payers are required to provide you with these forms 
by January 31, 1995.
Make sure to double-check all these forms for accuracy! The amounts 
listed on them are reported to the IRS, which will compare them to the 
figures on your return. The two sets of numbers must match. If the
forms you receive are not accurate, try to obtain corrected ones. If 
that isn't possible, document the errors, and attach the documentation,
along with a note of explanation, to your return.
If you sold your home in 1994, gather records - - including closing 
statements, receipts, and canceled checks pertaining to the original 
purchase, and any capital improvements you made, and the sale. You 
will need proof of expenses incurred to fix up the house within 90 days 
before you concluded the agreement with the buyer. This includes
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canceled checks for payment of bills up to 30 days after the sale.
There are many other types of taxable income you must report, and it 
is important to have accurate records to document them. They include 
alimony; winnings and awards; some scholarships; state and local tax 
refunds; unemployment benefits; and some Social Security and pension 
benefits, such as IRA and Keogh distributions. The brochure I will
hand out provides other examples.
The second group of records you need to collect relate to your tax 
adjustments and deductions. First, review your tax returns from 
previous years as a reminder of what you've claimed in the past.
Then, carefully go over your paycheck stubs, checkbooks, credit card 
statements, and records of cash payments. Set aside all canceled 
checks and receipts for expenses that might be deductible. We'll take 
a look at what types of expenses qualify in a few minutes.
Once you have assembled these records, add up all your income -- 
before withholding -- to determine your "gross income." After you
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have that number, you can start looking for adjustments and 
deductions to lower your tax liability.
Perhaps you are wondering what the difference is between an 
adjustment and a deduction. Adjustments are deductions that are 
subtracted directly from gross income, whether or not you itemize 
personal deductions on your tax return. The resulting figure is called 
"adjusted gross income," (AGI), and it determines whether you may 
claim personal deductions and exemptions or whether they will be
phased out. Personal deductions are subtracted from AGI to arrive at
taxable income.
Before talking about specific adjustments and personal deductions,
however, we need to take a few minutes to discuss tax rates and
exemptions. Your tax rate depends on your income level and filing 
status as of December 31, 1994. The five filing statuses are single; 
married, filing jointly; married, filing separately; head of household; and 
qualifying widow(er). There are many issues related to filing status.
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For married taxpayers, a common question is whether it is better to file 
separately or jointly. If you and your spouse earn taxable income, it 
may be best to calculate your taxes both ways to determine which 
provides the lowest overall liability. Filing jointly generally saves taxes 
if one spouse earns all or most of the income. There are exceptions, 
however. If one spouse earned far less than the other in 1994 but had 
a large number of personal deductions - - for example, large medical or 
miscellaneous expenses -- filing separately and itemizing may reduce 
your total tax liability. Remember that if you file separately and one
spouse itemizes deductions, so must the other.
If you are divorced or have never married and maintain your home as a 
residence where your child, grandchild, or other dependent relative
lives more than half the year, you may be qualified to file as a head of 
household. This is generally more advantageous than single-filer 
status. You may also qualify if you maintain a separate household for
your dependent parent or parents.
Remember that if there is a change in your filing status during 1994 -
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if you were married, divorced, or widowed; if you had or adopted a 
child; or if you assumed care for a relative -  be sure to make the 
appropriate change in the number of exemptions you claim for 
dependents. Each exemption you claim this year is worth $2,450 - - up 
$100 from 1993. The exemptions are phased out, however, after 
adjusted gross income reaches certain levels, which are listed in the 
brochure I will hand out. Basically, for every $2,500 (or fraction 
thereof) by which your adjusted gross income goes over the level for 
your filing status, you must reduce your exemptions by 2 percent.
This figure is $1,250, or fraction thereof, for a married couple filing 
separately.
Now I'd like to return to the issue of adjustments to gross income. 
Among those available to qualified taxpayers are contributions to 
Individual Retirement Accounts, or IRAs. Who qualifies?
Single taxpayers who are not covered by an employee retirement plan 
can deduct an IRA contribution of up to $2,000. The deduction 
doubles if you are married and you and your spouse meet a minimum
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income requirement. If only one spouse works, your maximum 
contribution as a couple is $2,250. Taxpayers who are covered by 
pension plans may be able to make IRA contributions that are at least 
partially deductible, depending on their adjusted gross incomes One of 
the other advantages of an IRA contribution is that you have until April 
15, 1995, to make your contribution for 1994.
Contributions to Keogh plans can also qualify as adjustments to gross 
income. If you have any self-employment income -- even if you have a 
full-time job -- you can contribute and deduct up to 25 percent of the 
net self-employment income -- or $30,000, whichever amount is less -  
to a Keogh plan. To qualify, the plan must have been set up by 
December 31, 1994. But you have until your tax filing date, including
extensions, to make the actual contribution.
If you miss the deadline for establishing a Keogh plan, consider setting 
up a Simplified Employee Pension Plan, or SEP. A SEP is a special type 
of IRA. Unlike an IRA or a Keogh, you have until your tax filing date, 
including extensions, to establish and contribute to a SEP.
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There are many other adjustments to gross income that may be 
available. If you are divorced, for example, you can deduct alimony 
paid to your former spouse. And if you are self-employed, you can 
claim percentages of the self-employment tax and health insurance 
premiums you pay. Consult a CPA to learn what adjustments may 
apply to you.
Now let's talk about reducing adjusted gross income by using personal 
deductions. As your tax rate increases, each deduction you claim is 
more valuable than ever. If, for example, your tax rate rose from 31 
percent to 36 percent in 1994, each deductible dollar you claim will
increase in value from 31 cents to 36 cents.
One decision you will have to make is whether to itemize or claim the 
standard deduction. Generally, you should itemize if your deductions
total more than the standard deduction for which you qualify. The 
brochure I will give you lists those deductions for 1994.
Note that, as of 1993, high-income taxpayers are required to reduce
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their itemized deductions by 3 percent of their adjusted gross income 
in excess of $111,800. The amount is $55,900 for married taxpayers 
who file separately. If you fall into this group, you may want to 
calculate what effect this provision will have on your liability before 
deciding whether to itemize. This reduction does not affect deductions 
for medical expenses, investment interest, and casualty, theft, or 
gambling losses, and it can never be more than 80 percent of your
allowable deductions.
If you do decide to itemize, it is important to take advantage of every 
deduction you can. I'll give you an idea of some of the deduction 
categories available to you.
Let's start with medical expenses. These are deductible only to the 
extent that they exceed 7.5 percent of your adjusted gross income. 
This threshold is high, but don't assume you can't surpass it without 
adding up your expenses. The list of those that are eligible is long and 
well worth looking into.
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It includes many things you might expect, such as professional 
medical, dental, and hospital services; prescriptions and medicines; 
laboratory tests; and health insurance premiums. You may not be 
aware, however, that you can deduct braces, eyeglasses, contact 
lenses, orthopedic shoes, hearing aids, and wheelchairs.
Transportation to and from medical facilities also qualifies, along with a 
variety of miscellaneous medical-related expenses. Please note that all 
these expenses are eligible after you subtract any insurance 
reimbursement you have received for them.
Home improvements made to accommodate a handicapped family 
member are generally fully deductible as a medical expense. Other 
home improvements made for medical reasons - - such as installing 
central air conditioning or an air cleaner to alleviate allergies -  qualify 
only to the extent that their costs exceed the value they add to your
home.
While we're on the subject of homes, there are a number of important 
deductions available to homeowners. These include mortgage interest
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and real estate taxes on first and second homes. Interest on home 
equity loans up to $100,000 remains tax deductible in 1994. So do 
points paid to acquire a primary residence. In fact, the IRS announced 
this year that it will allow home buyers to deduct points on a mortgage 
even if the points were paid by the seller. This ruling is retroactive to 
the beginning of 1991. If you qualify, be sure to file an amended 
return to take advantage of this tax break.
If you are among the many homeowners who refinanced their 
mortgages this year, remember that those points are not fully 
deductible on your 1994 return. Instead, the deduction must be 
prorated - - divided ratably - - over the term of the loan. This means, for 
example, if your refinanced mortgage is paid back over 30 years, you 
can only deduct portions of the points.
Taxpayers who are age 55 or older, and who sold a primary residence 
during 1994, may be eligible to exclude from taxable income up to 
$125,000 of any profit realized on the sale. This is a once-in-a-lifetime 
exclusion for an individual or a married couple. If you qualify, consult
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your tax advisor about the restrictions that apply.
Another category of deductions is known as "miscellaneous 
expenses." These generally pertain to unreimbursed employee 
business expenses, investments, and tax preparation and advice. The 
total in this category must exceed 2 percent of your adjusted gross
income to be deductible.
A number of unreimbursed employee business expenses qualify. They
include the costs of work uniforms and employment-related education,
subscriptions to professional and trade publications, and job-hunting 
expenses. Generally, you can also deduct allowable, unreimbursed
travel and lodging expenses.
There have been some changes in what is allowable. The deductible
amount for business-related meals and entertainment has been reduced
from 80 percent to 50 percent in 1994. And while dues to unions, 
professional groups, and some civic organizations, such as Kiwanis and 
Rotary, qualify, dues to organizations that exist primarily to provide
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entertainment or related facilities are no longer deductible. These 
include social, athletic, meal, airline, and country clubs.
Deductions for job-related moving expenses also have been limited in 
1994 but can still be valuable. To qualify, your new job must be at 
least 50 miles -- the previous requirement was 35 miles - - farther from
your former home than your old job was. Also, only the cost of 
transporting you, your family, and your possessions is deductible. And 
you can no longer deduct the costs of house-hunting, temporary living,
and meals while en route to your new home.
A variety of investment- and tax-related expenses are deductible. For 
example, you can claim the rental fee for a safe deposit box that holds 
your investment-related documents. You can also deduct counseling 
and professional fees related to investments, tax preparation, and 
representation at tax-related hearings and trials. You can even deduct 
the cost of phone calls to the IRS to get tax information!
Uncle Sam also rewards those who practice charity. As long as you
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itemize, contributions to organizations qualified by the IRS are 
deductible provided your total contributions do not surpass 50 percent 
of your adjusted gross income. As a side note, depending on the type 
of contribution and the organization receiving it, a 20 or 30 percent 
ceiling may apply. So you need to check the rules.
Donating capital-gains property to charity earns you a double tax 
break. As long as you have held the property for more than a year,
you can deduct its fair-market value at the time of the donation 
without having to pay tax on the appreciation. If you have artwork, 
real estate, or other property that has appreciated substantially, that 
can be a good deal!
However, be aware that as of 1994, the IRS requires a written receipt 
for any contribution of $250 or more. A canceled check is no longer 
adequate proof. And although the value of any time you devote to 
charity is not deductible, many expenses associated with volunteer 
work are -- for example, uniforms and transportation.
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Unfortunately, an increasing number of taxpayers have become familiar 
with casualty losses during the last few years. To be deductible, losses 
must be sudden and unexpected -- such as those caused by a fire, 
hurricane, flood, or other storm. Total casualty -- and also theft — 
losses for the year are deductible to the extent that any unreimbursed 
portion exceeds 10 percent of your adjusted gross income. In addition, 
each loss is subject to a $100 deductible. As with all deductions and 
adjustments, you may want to consult a CPA for the specific rules and
restrictions.
Taking advantage of tax credits is yet another way to reduce taxable 
income - - and something you should discuss with your CPA. There are 
two credits that are intended to help ease the burden of caring for your 
dependents. If you hire someone to care for your dependents while 
you work, you may be entitled to a dependent care tax credit for the 
expenses, depending on your income. And in 1994, the earned income
credit was increased to lower taxes for low-income workers who
support children. In addition, an earned income credit is available for
the first time to some low-income workers without children.
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There are a few other issues to consider as you get ready to file your 
1994 tax return.
If you have an abundance of credits and deductions this year, you may 
be subject to the alternative minimum tax -- or AMT. This is like a 
separate system - - with its own maze of rules -- designed to ensure 
that everyone pays a minimum amount of tax. If you think you may
qualify for the AMT, the only real way to find out is to calculate your 
taxes according to both systems, or consult a CPA.
Also, if you had Social Security taxes withheld by more than one 
employer in 1994, you may have overpaid. The maximum amount due 
in 1994 was $3,757.20 -  the FICA tax on a salary of $60,600. If you 
paid more than that, note the excess on the appropriate line of your
Form 1040.
Finally, if you can't pay the taxes you owe, be sure to file your return 
on time. You can then file Form 9465 to request an installment 
agreement to pay what you owe. If you can't meet the filing deadline,
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complete Form 4868 to obtain an automatic extension to August 15, 
1995. You must still pay the full amount of tax you owe by April 15, 
or you will be subject to interest and late-payment penalties. Or, 
again, you can file to request an installment-payment agreement.
Once you have gotten this far, don't let errors and oversights delay 
your refund or force you to pay penalties!
■ Make sure you use the appropriate tax table and calculate your
tax liability correctly.
■ Attach all appropriate forms, including W-2s and 1099s.
■ Record all required Social Security numbers accurately, and mark 
the correct filing status and number of exemptions.
■ Be sure to sign your return, and, if you are filing jointly, have your 
spouse sign as well. If you pay a tax preparer, make sure he or 
she also signs your return.
■ Don't forget to include a check in the correct amount for any tax 
you owe, and make a practice of putting your Social Security
number on the check.
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■ Before sealing the envelope, double check all these things.
■ And don't forget to put the appropriate amount of postage on the 
envelope!
I hope my comments have provided valuable advice and helped take 
some of the sting out of tax preparation. Obviously, my presentation 
could only touch on the basics of what is a complicated subject. Your 
particular tax situation may be fairly complex. To make sure you are 
not paying more in taxes than is necessary, or, if you are not 
comfortable preparing your own return, consult a CPA for professional 
advice. CPAs are aware of the latest tax developments and can help 
you trim your 1994 tax liability. We can also help you plan tax-saving 
strategies for 1995, beginning now!
I will be happy to answer any questions you may have.
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CPA Interview Guide -
Commonly Asked Questions About Tax Preparation
1. What can I do after the close of the tax year to lower my taxable income and 
avoid becoming subject to the new, higher tax rates?
Be sure to claim every adjustment, deduction, exemption, and credit to which 
you are entitled. If you are married and you and your spouse both earn 
income, be sure to evaluate whether filing separately or jointly is most 
beneficial.
2. What is the difference between an adjustment and a deduction?
Both reduce income. While you may only claim personal deductions if you 
itemize, adjustments apply whether you itemize or not. The figure that results 
from deducting adjustments from gross income is adjusted gross income 
(AGI), which determines whether you may claim all your personal deductions 
and exemptions, or are subject to phase-out beyond certain limits.
3. Under what circumstances may contributions to IRAs be deducted from gross 
income?
If you, and your spouse if you are married, are employed but not covered by 
an employer-sponsored pension plan, you each can take a full deduction for 
an IRA contribution up to $2,000. If one spouse earned less than $250 in 
1994, the maximum deductible contribution for the couple is $2,250. If you 
are covered by a pension plan, but have adjusted gross income of less than 
$35,000 as a single filer (less than $50,000 as a married couple filing jointly), 
you may qualify for a full or partial deduction. You have until April 15, 1995 
to make your 1994 IRA contribution.
4. Under what circumstances may you deduct contributions to a Keogh plan?
if you have any self-employment income, you are entitled to contribute and 
deduct up to 25 percent of the net income -  or $30,000, whichever is less -  
to a Keogh plan. To make a contribution for 1994, the plan must be set up in 
writing by December 31, 1994, but you have until your filing date, including 
extensions, to make the actual contribution.
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5. Were there any changes to exemptions in 1994?
Each exemption you claim in 1994 is worth $2,450, up $100 from 1993. 
High-income taxpayers continue to be subject to the phase-out provision, 
which is now permanent.
6. What is the phase-out provision for exemptions?
This provision requires taxpayers to reduce their exemptions 2 percent for 
every $2,500 (or fraction thereof) by which their adjusted gross income 
exceeds certain levels. This figure is $1,250, or a fraction thereof, for a 
married couple filing separately. The 1994 limits are $111,800 for single 
filers, $167,700 for married taxpayers who file jointly and for qualified 
widows/widowers, $139,750 for heads of households, and $83,850 for 
married taxpayers who file separately.
7. What are the standard deductions for 1994?
The new standard deductions are $3,800 for single filers, $6,350 for married 
taxpayers who file jointly and for qualified widows/widowers, $5,600 for 
heads of households, and $3,175 for married taxpayers who file separately.
8. When does it make sense to itemize my deductions?
Generally, you should itemize if the total of your deductions will exceed your 
standard deduction.
9. Will itemized deductions continue to be phased out for high-income 
taxpayers?
Yes, this provision is now a permanent part of tax law. On 1994 returns, 
taxpayers must reduce their itemized deductions by 3 percent of the amount 
by which their adjusted gross income exceeds $111,800 -  or, $55,900 if 
married and filing separately. This reduction does not affect medical 
expenses, investment interest, and gambling, theft, and casualty losses. The 
maximum loss of deductions can never be more than 80 percent of allowable 
deductions.
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10. What types of expenses qualify as deductions?
Major categories of expenses that qualify as deductions include medical 
expenses; real estate taxes and mortgage interest; charitable contributions; 
and casualty and theft losses.
11. Do my contact lenses qualify as a deductible medical expense?
Yes they do, along with other medical supplies and equipment; professional 
medical, dental, and hospital services; prescription drugs and medicines; 
laboratory tests; transportation to and from medical facilities; and a variety of 
miscellaneous expenses. Remember, however, that medical expenses net of 
reimbursement are deductible only to the extent that they exceed 7.5 percent 
of your adjusted gross income.
12. We built a ramp in 1994 to make our home accessible to our daughter, who 
lives with us and is confined to a wheelchair. Is the cost deductible?
Home improvements made to accommodate a physically challenged family 
member generally are fully deductible as a medical expense. Other home 
improvements made for medical reasons -  such as installing central air 
conditioning to alleviate allergies -- are deductible only to the extent that their 
cost is more than the value they add to your home. And again, medical 
expenses net of reimbursement are deductible only to the extent that they 
exceed 7.5 percent of your adjusted gross income.
13. Are there any changes on the deductibility of mortgage interest, points, or 
property taxes in 1994?
All remain deductible, as does interest on home equity loans of up to 
$100,000. The IRS reversed its decision, announcing that retroactive to 
January 1, 1991, it will allow home buyers to deduct points on a mortgage 
even if the seller paid the points. If you bought a house after that date and 
qualify for this deduction, you should file an amended return.
14. I refinanced my home in 1994. Can I deduct the points from my 1994 tax 
return?
The points are not fully deductible from your current return. The deduction 
must be prorated -- paid out ratably -- over the term of the loan.
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15. What expenses qualify for the miscellaneous expense deduction?
Miscellaneous expenses fall into three categories: unreimbursed employee 
business expenses, investments, and taxes. To be deductible, your total 
miscellaneous expenses must exceed 2 percent of your adjusted gross 
income. Among the many expenses that qualify are dues for unions, 
professional groups, and certain civic organizations; job-hunting costs; work 
uniforms; subscriptions to professional and trade publications; and costs 
related to tax preparation.
16. Are there any changes to the miscellaneous expense category in 1994?
As of January 1, 1994, dues for any business, pleasure, recreation, or social 
club organized principally to provide entertainment or entertainment facilities 
(including golf, athletic, country, hotel, airline, and meal clubs) are no longer 
deductible. This category generally excludes medical, bar, and other 
professional associations; chambers of commerce; trade associations; boards 
of trade; real estate boards; and civic or public service organizations, such as 
Kiwanis and Rotary. In addition, the deduction for business-related meals and 
entertainment was reduced from 80 percent to 50 percent of the cost.
17. Can I still deduct job-related moving expenses?
The IRS placed several restrictions on this deduction. Beginning in 1994, the 
distance test has been increased from 35 miles to 50 miles. In order for your 
expenses to qualify, your new job must be at least 50 miles farther from your 
former home than your old job was. In addition, meals, temporary living 
expenses, and closing costs from selling or buying a home are no longer 
deductible as moving expenses. Only the cost of transporting you, your 
family, and your possessions can be deducted.
18. Can I still take a full deduction for charitable contributions?
Yes -  as long as you itemize, the charities to which you donate are IRS- 
qualified, and generally your total contributions do not exceed 50 percent of 
your adjusted gross income. If you made a donation of $250 or more, be 
sure to get a receipt when you make the donation. As of 1994, the IRS no 
longer considers a canceled check to be adequate documentation for a 
deduction of that amount.
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19. Is it better to donate appreciated property or cash?
You get a double tax break when you donate to a charity capital-gains 
property held in excess of one year. Not only can you deduct the property's 
fair-market value at the time of the donation, but you don't have to pay tax 
on its appreciation.
20. Can I still deduct child-care expenses in 1994?
If you hire someone to care for your dependents while you work, you may be 
eligible to claim a tax credit for the expense. The credit is 20-30 percent of 
up to $2,400 in expenses for the care of one dependent and up to $4,800 for 
two or more, depending on your income. If your adjusted gross income 
exceeds $28,000, the maximum credit is $480 for one dependent and $960 
for two or more.
21. Did Congress increase the earned income credit (EIC) for low-income workers?
Yes, the maximum EIC was increased to $2,038 for taxpayers caring for one 
child and $2,527 for taxpayers caring for two or more. In addition, the credit 
has been expanded to include certain low-income workers without children.
22. When does it make sense for married taxpayers to file separately instead of 
jointly?
If, for example, your spouse earned far less than you during 1994 and had 
large medical or miscellaneous expenses, filing separately might reduce your 
tax liability. Remember, though, that if you file separately and one spouse 
itemizes, the other must too. If you have any doubt about which filing status 
will provide the lowest overall liability, calculate your taxes both ways.
23. Is it better to file as a single taxpayer or as a head of household, and what are 
the qualifications for filing as a head of household?
If you qualify as a head of household, it makes sense to file under that status. 
The tax rates are lower and the standard deduction is higher than for a single 
filer. To qualify, you must meet the following test: 1) You must be 
unmarried at the end of 1994 or, if you are married, you must have lived 
apart from your spouse for the last half of the year; 2) you must maintain a 
household for your child, parent, or other dependent relative; 3) the household
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you maintain must be your primary residence and also the primary residence 
of your dependent child or relative for more than half the year (parents are an 
exception); and 4) you must be a U.S. citizen, or you must have been a 
resident alien for all of 1994.
24. What is the Alternative Minimum Tax (AMT), and how do I know whether it 
affects me?
The AMT is a separate tax that is triggered when extensive deductions or 
credits drastically reduce your tax liability. The only way to know for sure if it 
affects you is to calculate your taxes under the AMT system.
25. What should I do if I can't file my return by the April 15 deadline?
Complete and file Form 4868 by April 15 to obtain an automatic extension to 
August 15, 1995. You must still pay the full amount of tax you owe for 
1994 by April 15 or be subject to interest and late-payment penalties.
26. What should I do if I can't pay the tax I owe, even with an extension?
File your return and attach Form 9465 to request a monthly installment 
arrangement. The IRS will notify you within 30 days whether your proposed 
payment plan is acceptable. If paying the tax would pose a severe hardship, 
you can file for a special payment extension on Form 1127. If allowed, the 
extension is generally limited to six months, and you will still owe interest on 
the late payment.
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